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E.O. 11652: GDS 

TAGS: EFIN AFIN ALOW EIND LA TH 

SUBJECT: LAO MARKET CONDITIONS AND ECONOMIC MALAISE 

REF: VIENTIANE 0757 

SUMMARY: RISING PRICES FOR BASIC COMMODITIES IN- 
CREASED THE DIFFICULTIES FACED BY LAO CITIZENS IN 
VIENTIANE AS FLEEING REFUGEES AND MERCHANTS, NERVOUS 
ABOUT RUMORED NEW GOVERNMENT PRESSURES, FLOODED 
VIENTIANE'S FREE MARKET WITH KIP IN EXCHANGE FOR 
DOLLARS AND BAHT. END SUMMARY. 

1 . A WESTERN BUSINESSMAN RESIDENT IN LAOS TOLD EMBOFF 
MAY 29 THAT THE LPDR IS EXPERIENCING A SEVERE SHORTAGE 
OF HARD CURRENCY. HE SAID THAT WHILE AID IN KIND TO 
THE LPDR CONTINUES TO FLOW IN, FOREIGN CURRENCY 
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RESERVES DERIVED EITHER FROM FOREIGN AID OR FOREIGN 
EXPORT SOURCES ARE CRITICALLY LOW. 

2. THE EMBASSY'S MARKET SURVEY FOR JUNE 2, 1977 
DOCUMENTED HIS CONTENW 

BY INDICATING A RAPID RISE 

IN THE PRICE OF COMMODITIES IMPORTED FROM THAILAND AND 
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A SIGNIFICANT DECLINE IN THE VALUE OF THE KIP AGAINST 
THE DOLLAR AND BAHT IN THE LOCAL FREE MARKET (FROM 
1320 KIP - U.S. $1.00 IN APRIL 20 EMBASSY SURVEY 
TO 1600 KIP - $1.00 IN THE JUNE 2 SURVEY). 

3. THE PRICE OF WHITE RICE IMPORTED FROM THAILAND 

ROSE SHARPLY FROM THE PRICE LEVELS REPORTED IN EMBASSY'S 
MARKET SURVEY (REFTEL) FOR ALL CATEGORIES. REACHING 
THE HIGHEST LEVELS RECORDED IN OVER A YEAR: OR 450, 

380 AND 300 KIP PER KILO FOR FIRST, SECOND AND THIRD 
CLASS RICE RESPECTIVELY. THE PRICE WAS OVER TWICE 
THAT RECORDED AT THE BIGINNING OF 1977 FOR ALL THREE 
CLASSES. GLUTINOUS RICE (LAO QVODUCED) WAS AVAILABLE 
IN LIMITED QUANTITIES AT MODERATELY HIGHER PRICES THAN 
WERE RECORDED APRIL 20 (I.E., 150 VERSUS 130 KIP PER 
KILO AND 100 VERSUS 80 KIP PER KILO FOR SECOND AND 
THIRD CLASS GLUTINOUS RESPECTIVELY). FIRST CLASS 
GLUTINOUS REMAINED UNABAILABLE. 

4. ONLY THIRD CLASS GLUTINOUS RICE WAS AVAILABLE IN 
THE GOVERNMENT STORES SELLING AT A PRICE OF 40 KIP PER 
KILO. (ONLY LAO EMPLOYED BY THE GOVERNMENT ARE 
PERMITED TO BUY AT GOVERNMENT STORES.) 

5. OCEAN FISH, SUGAR AND VARIOUS DRY GOODS (ALL 
IMPORTED FROM THAILAND) RECORDED PRICE INCREASES AS 
COMPARED WITH THE APRIL 20 SURVEY WITH SUGAR LEADING 
THE RISE, SOARING TO 1800 VERSUS 750 KIP PER KILO, OR 
OVER FIVE TIMES THE PRICE RECORDED AT THE BEGINNING OF 
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THE YEAR. 

6. MEAT PRICES WERE MIXED WITH PRICES FLUCTUATING 
HIGHER AND LOWER THAN APRIL 20 PRICES. THE PRICE OF 
ONE KILO OF CHICKEN ROSE FROM 1800 KIP ON APRIL 20 TO 
2800 KIP IN JUNE. MEANWHILE THE PRICE OF BEEF, PORK 
AND BUFFALO VARIED BY ONLY 100 KIP PER KILO, WITH BEEF 
AND BUFFALO DOWN AND PORK UP. 

7. VEGETABLES AND FRUIT PRICES ALSO VARIED FROM APRIL 
PRICES ONLY MARGINALLY, GENERALLY REFLECTING SEASONAL 
AVAILABILITY. 

8. PRICES FOR HIGH PROTEIN FOODS SUCH AS EGGS AND 
FISH SAUCE (EVEN IMPORTED THAI FISH SAUCE) REMAINED 
APPROXIMATELY THE SAME AS APRIL PRICES WITH EGGS DOWN 
TEN KIP APIECE AND FISH SAUCE UP 100 KIP PER BOTTLE. 
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9. COMMENT: UNDERLYING THE SHARP RISE IN PRICE FOR 
IMPORTED COMMODITIES WAS THE DECLINE IN THE VALUE OF 
THE KIP TO THE LOWEST POINT RECORDED SINCE THE INAUGU- 
RATION OF THE "LIBERNATION KIP'' ONE YEAR AGO. THIS 
DECLINE APPEARS TO HAVE BEEN SPARKED BY THE DECISION 
OF MANY OF THE REMAINING SMALL MERCHANTS TO EXCHANGE 
THEIR KIP HOLDINGS FOR DOLLARS. THIS DECISION IN TURN 
APPEARS TO BE THE RESULT OF RUMORS CIRCULATING AMONG 
MERCHANTS THAT THE GOVERNMENT MAY RENEW INVENTORY 
TAXES AND PRESS INCOME TAXES FOR THE MERCHANTS. FOR 
MANY MERCHANTS, USUALLY THIRD COUNTRY NATIONALS, RUMORS 
OF SUCH GOVERNMENT ACTION IS STRONG MOTIVATION FOR 
THEM TO CONVERT WHAT WEALTH THEY CAN INTO SOUND 
CURRENCY AND LEAVE. 

10. THE RISING NUMBER OF LAO REFUGEES HAS ALSO 
INCREASED THE AVAILABILITY OF KIP AS REFUGEES SEEK TO 
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CONVERT THEIR WEALTH INTO A VALUABLE CURRENCY TO "BUY 
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THEIR WAY" TO THAU, AND. 

1 1 . THE DRAMATIC PRICE RISES FOR WHITE RICE (PARA 3) 

DOES NOT DIRECTLY AFFECT THE LAO WHO PREFER THE 
GLUTINOUS RICE, BUT DOES HIT HARD AT THE REMAINING 
CHINESE AND VIETNAMESE POPULATIONS WHICH RELY ON THE 
WHITE RICE AS A STAPLE. 

12. RISING PRICES AND THE FALLING VALUE OF THE KIP 
WILL CONTINUE TO ENCOURAGE MORE LAO TO FLEE TO THAI- 
LAND, ESPECIALLY YOUNG AND POTENTIALLY PRODUCTIVE LAO. 
THE IMPACT OF THEIR LOSS ON THE ECONOMY, COUPLED WITH 
THE INCREASED FLOW OF DISCARDED KIP INTO THE ECONOMY 
BY REFUGEES AND OTHERS SEEKING DOLLARS AND BAHT 
APPEAR TO REPRESENT A FORMULA FOR CONTINUED DETERIORA- 
TION IN THE LAO ECONOMY. 

CORCORAN 


CONFIDENTIAL 


NNN 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 

Capture Date: 01 -Jan-1 994 12:00:00 am 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: ECONOMIC CONDITIONS, INFLATION, PRICES 

Control Number: n/a 

Copy: SINGLE 

Sent Date: 04-Jun-1977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977VIENTI00900 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: GS 

Errors: N/A 

Expiration: 

Film Number: D7701 99-0460 
Format: TEL 
From: VIENTIANE 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t19770689/aaaadalv.tel 

Line Count: 187 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 
Message ID: 8b96b784-c288-dd1 1-92da-001cc4696bcc 
Office: ACTION EA 

Original Classification: CONFIDENTIAL 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 4 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: n/a 
Reference: 77 VIENTIANE 757 
Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 27-Jan-2005 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 2271617 
Secure: OPEN 
Status: NATIVE 

Subject: LAO MARKET CONDITIONS AND ECONOMIC MALAISE 
TAGS: EFIN, AFIN, ALOW, EIND, ECON, LA, TH 
To: STATE 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/8b96b784-c288-dd11-92da-001cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



